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il.ynuwﬂl recall, we e-mailad to you & hypothatical fact u:ma;mnm facilitate gur

digemion of g issus regeading a fair market valuation qosstion. We bave aitached 2 eopy-
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You sdvised (hat, ender the facts presepted in the attached hypothefical; eachof A
Iﬁﬁﬂ:ﬂ]}’mi good faith, fair murket valuation determination of the business being
e "through the LLC formation if the valuation is prepared by an aceontitng fivn
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telative asset confiibutions to fhe venmure Gian would result from comparing  *. 0 %
. ctoumto-peneryted €ar tnarket vatuetions, In ehort, under the hypothetical ’
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.. -the telsphona, “The concludon was ther no fling wanld be required if the actouritant-

L3 - fAerjved Tidrmarket valuation did oot excesd the $15 million sirz-ofirensactios threshold.
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ﬂﬁhﬂmmammmmmuc Each of A and B will be cots
"aets, contracts, acettnts, employees, but not receivables). Nuhabihh:swﬁﬂte
torastumed by the LLC, with the exception of a §5 million debt relatad 1o the
mmmﬁmﬂﬂ'ﬂ Becanse both A and B will be desmed to comtro] the L1.C and two
wmhlymﬂﬂdbummuuebﬁngmmiwdmmeu&ﬂﬂsiumﬂlyupommc
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mwﬁshwmmimm pmﬂmepﬂue‘uﬂwymeonﬁbuﬁnzum Thaus, A
'“5 * sl to 4o a faki-market vulustion of B' aseets being comribmed. To do o, A will vatue the
T _ astewofihe pmeiness on 4 going concern basis, end B needs to do & similar fir morket valuation
of At aszetz-chit wre being contributed 4o determine whether ejther side Is acquiring $15 million
in ascete, go that the slze-of ahsartion test is met.

Aand B have retdined accountants to perform prelimingry valuations of their tespective
tusinssses. Theaccoumants have deteanined tha EBIT for the businesses to be contributed, and
Lave applicd ' multiple of that EBTT t0 determing (heie valuations. Asquene that the multiple of

Eﬂﬁhbenﬂmmﬂnplﬁpudqumbmmsimﬂmwmwngmnuﬁmdwm:
L0, The contiibutions are shown in the table below.
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=3EM) E's business (EBL1 based FM Y = 510M, not
inciuding the $5M debt poted below)
[$10M caeh, &esighated o5 working capital | Note paysble (debr) o 33 million

m&meprmﬂedisﬁwﬁﬁluwhg Thm:snmuunbhmcthodd‘dmﬁnxlﬁﬂrﬂuket
vl for A% busfness thar would valoe it at $8M, and would vahie B'y business et $10M. If
thinse-valhses can be wed, then neither & por B would be making a seporiable actuisidon,
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e fict i, (n addition to the bukipessey, A iz contribntting cash and B s contribnting & lisbility
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ease, wWould A would
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oeed 1o file o observe the waiting period ptior 16 “acquiring” Bs assets
of the LLC even il fhere is another method of determining fair market
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